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KEY ECONOMIC INDICATORS 
(Money Values in $US Millions Except as Noted) 


1980 1981 1982 


Income, Production and Employment 
Gross Domestic Product (Current 


prices, factor cost) 74,517 75,277 66.955 
Gross Domestic Product (1975 

prices, factor cost) 38,931 36,391 28,843 
Gross National Product (Current prices) 76,470 77,462 69,980 
Gross National Product (1975 prices) 40,960 37,009 28,894 
Gross Fixed Domestic Investment 

(Current prices) 19,872 22,271 19,985 
Government Consumption (Current prices) 10,557 11,508 11,059 
Private Consumption prereset prices) 39,808 43,390 40,371 
Population (000's) (2 28 ,000 28,700 29,400 
Per Capita GNP ($ US) 25738 2,699 2,388 
Manufacturing Index, Annual Average 

(1975 = 100) (3) 126.7 135.6 133.0 
Mining Index, Annual Average 

(1975 = 100) (3) 110.6 111.5 108.4 
Non-Agricultural Employment Index 

(1975 = 100) 108.4 111.5 111.844) -0.1 ©) 


Money and Prices 
Money Supply (Ml, rand millions) (7) 8,423 11,299 13,125 


Money Supply (M2, rand millions) (7) 16,284 20,374 23,920 
Consumer Price Index(1975 = 100) (6) 175.3 201.9 231.6 
Production Prices Index (1975 = 100) (6) 192.8 218.8 249.3 
Prime Bank Rate (7) 9.5 17.0 18.0 


Balance of Payments and Trade 
Exports Excluding Gold, FOB 12,598 11,016 9,352 


Gold Exports 13 ,082 9,591 7,963 
Exports to the U.S. (8) 3,320 2,445 1,967 
Imports (FOB) 18,265 20,828 16,705 
Imports from the U.S. (8) 2,463 2,912 2,368 
Trade Balance 7,419 -221 610 
Current Account Balance 3,867 -4,256 -2,803 
Basic Balance 3.204 -3,633 -1,037 
Gold and Foreign Exchange Holdings 7,699 4,379 3,972 

Of Which Gold at the Reserve Bank(9) 6,451 3,295 3,048 
U.S. Direct Investment ($US Millions, 

Book Value) (2) (7) (8) 2,350 2,619 2,513 


Public Finance 
Treasury Receipts (CY, except borrowing) 16,475 36,703 15,565 
Treasury Expenditures (CY, except 

debt redemption) (7) 17,618 18,460 17,385 17.3 
Government Budget (deficit before 

financing) (7) 1,143 1,757 1,822 29.2 
External Public Debt (7) 777 1,029 1,341 62.7 


Notes on Exchange Rates and Data Sources: Rand values have been converted to 
dollars at average annual exchange rates (1980 - R1.00 = $US 1.29, 1981 - R1.00 = 


$US 1.15, 1982 - R1.00 = $US 0.92), except for end of year data. Primary 
statistical sources are the South African Reserve Bank and the Central Statistical 
Services. Data for Namibia and the "independent" homelands are included in 
statistics used here. Data are subject to revision and therefore may not appear 
here as previously published. 
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Notes to Table: (1) percentage change calculated on rand data to eliminate the 
effects of exchange rate variation; (2) does not include Namibia (3) based on 
physical volume; (4) September; (5) September to September; (6) average for year; 
(7) end of year; (8) US data: (9) gold reserves are valued at 90% of recent 
London gold fixings. 





SUMMARY 


In 1982, South Africa recorded the first year of negative real economic 
growth in the post-war period; real Gross Domestic Product (GDP) fell 
by almost 1 percent. The fall in GDP will continue through at least 
the first three quarters of 1983. A persistent and increasingly 
severe drought is devastating agricultural production and may well 
damage industry if water shortages reduce electricity generation. 


Unemployment will continue to grow, and employment will continue to 
fall through most of 1983. Labor relations will remain difficult, 
but the recession will moderate worker demands and increase employer 
resistance to them. 


Inflation in South Africa was in double digits in 1982 for the ninth 
consecutive year, and it will remain there again in 1983. Reducing 
the rate of inflation remains the top economic priority of the 

South African authorities. Despite the recession, an inflation 

rate as much as three times as high as that of major trading partners 
precluded any fiscal stimulus to the economy through the FY 83/84 
government budget estimates. The published budget calls for expendi- 
ture at less than the rate of inflation and a small deficit. 


South Africa has an "open economy." Economic cycles lag behind those 
of the country's major (industrial) trading partners. As world 
economic recovery takes off and demand for South African exports 
increases, the next upswing should begin in late 1983 or 1984. 
Following a record current account deficit in 1981, the 1982 
deficit declined substantially. A rising gold price and sharply 
falling imports during the second half of 1982 and the small 
increase in export values accounted for that development. If this 
trend continues through 1983, a current account surplus of $1-$2 
billion should develop. The rand should consequently appreciate. 
In February 1983, foreign exchange controls on non-residents were 
eliminated. Relaxation of such controls on residents is quite 
possible in 1983. In November 1982, South Africa entered into 
arrangements with the International Monetary Fund (IMF) by which a 
total of $1.1 billion was made available to assist South Africa in 
overcoming its balance-of-payments problems. 


South Africa is the largest market for American exports in sub- 
Saharan Africa though the value of U.S. exports dropped as the 
local recession developed. While an upturn in general demand for 
imports will not develop until 1984, export opportunities remain 
in water resources, mining, and electric power station equipment. 





DOMESTIC PRODUCTION AND EXPENDITURE - Recession Continues 
re 


South Africa's longest economic boom in the post-war period ended 

in the third quarter of 1981. During 1982, real GDP declined in 

each of the first three quarters, recording only a marginal increase 
in the last quarter due to a record wheat crop. For the year as 

a whole, GDP fell almost 1 percent. With the exceptions of gold 
mining and provision of government services, all major sectors of the 
economy shared in the decline. The recession continued and deepened 
through the first quarter of 1983. 


Gross Domestic Expenditure (GDE) fell even further (by almost 

4 percent) than GDP in 1982, following large real increases in the 
previous 2 years. Slight increases recorded in private and govern- 
ment consumption were more than offset by declines in investment 
and inventory accumulation. Among the elements of private consump- 
tion, only expenditure on nondurables (which has never fallen in 
real terms) and services increased. Adjusted for inflation, gross 
fixed investment fell by about 2 1/2 percent, led by larger than 
average decreases in agriculture (a 21 percent drop), mining 

(8.5 percent), and manufacturing (11 percent). 


Gross Domestic Savings fell by 2.1 billion rand in 1982, leaving 

a gap of 3 billion rand between domestic savings and investment, 
the difference being obtained offshore. Personal, government, 

and business savings all declined in real terms. At 4 1/2 percent 
of disposable income, personal savings hit an historic low, 
compared to a long-term rate of about 10 percent. Given the level 
of contractual savings (insurance and pension plans), discretionary 
personal savings may have been negative as consumers tried to 
maintain their eroding standard of living. 


Industry - Manufacturing accounts for about one-quarter of GDP. 
After several years of steady rise, the index of the physical 
volume of production in manufacturing peaked at the end of 

1981 and has fallen off more or less steadily since. Similarly, 
capacity utilization in manufacturing has fallen since mid-1981, 
reflecting in 1982 both decreasing demand and somewhat increased 
production capacity initiated during the preceding boom. Of 

major manufacturing industries, only food production increased 

in 1982. Iron and steel and textiles were particularly hard hit. 
Illustrative of the deepening recession, demand for transport 
services generally declined in 1982, and consumption of electricity 
grew by less than 3 percent compared to annual average growth of 
more than 7 percent over recent years. Among important private 
sector manufacturers, Volkswagen was virtually alone in announcing 
a commitment to major new investment, 200 million rand over the 
next 5° years. 





Agriculture - The agricultural sector contributed only 6 percent 

of 1982 GDP. South Africa is a net exporter of food, but a 2-year 
drought that has intensified will result in a loss of about 1 billion 
rand to the balance of payments in 1983. The 1982 corn harvest, 

by far the country's most important agricultural commodity, will 
total about 4.4 million tons, approximately half of last year's 
disappointing harvest and some 40 percent of a "normal" yield. Corn 
imports alone may reach 2 million tons in 1983. Meat production is 
increasing as farmers slaughter during the drought; shortages and 
high prices can be expected to develop later. Irrigation water is 
being limited, and the Government has implemented an extensive 
relief program for drought stricken farmers. The program may have 
to be expanded. Total bank credit to agriculture had reached almost 
12 billion rand by mid-1982, and many farmers have become at least 
technically insolvent. 


Mining - Though the mining sector contributes less than 15 percent 
of GDP, it is in many ways the most important sector in the economy; 
gold alone accounts for almost half of total export income; South 
Africa produced 663 tons in 1982, a slight increase over the previous 
year, and more than half of total world production. Other than 

gold, only the volume of coal production increased. However, the 
value of mineral production and exports generally increased. Gold 
production continued to increase (by about 5 percent) during the 
first third of 1983. 


POPULATION AND LABOR - Increasing Unemployment 


Based on the 1980 census and more recent studies, the estimated 
mid-1982 population of South Africa, including the so-called 
independent homelands, was about 29.4 million. Black South Africans 
represent about 70 percent of that total and about the same propor- 
tion of the employed labor force. Most of the economically active 
black population of seven million and virtually all the rest of the 
population participate in South Africa's sophisticated modern sector. 
The remaining black population is largely dependent on subsistence 
agriculture and remittances received from those employed in the 
modern "white" economy. 


Even in the prevailing recession, South Africa suffers from a 
shortage of skilled manpower. The skilled labor pool is being 
augmented by a selective immigration policy and the removal or 
reduction of impediments to black employment and professional 
advancement. Co-existing with the perennial shortage of skilled 
manpower, there is also a longstanding problem of serious unemploy- 
ment among the country's (largely black) unskilled labor force. 
-Both the public and private sectors have stepped up efforts to 
increase the amount and quality of black education, but in the 





short-term the results cannot have a great impact. It has been 
variously estimated that an annual economic growth rate of 4 to 6 
percent is necessary to absorb all new entrants into the labor 
market. With current economic growth negative, unemployment has 
been growing and employment shrinking. Among the white, Asian, and 
colored population, officially registered unemployment was over 
34,000 in January 1983. While this is a small number by most 
standards, the total more than doubled over the level of the previous 
January. Some potential unemployment in the private sector has been 
ameliorated by increased government hiring, which also eases severe 
staff shortages in some areas of the bureaucracy. 


Official statistics on black unemployment are at best unreliable, 
but even they record a significant increase. Some private estimates 
place black unemployment (including underemployment) as high as 
three million, some 40 percent of the economically active black 
population. 


During the past decade, there has been some closure of the large 
gap in wages received by white and black workers, partially due 
to deliberate government and private sector efforts to narrow the 
gap. The importance of the growing black consumer market has not 
been lost on South African businesses. 


During the current recession, employment has not dropped off as 
rapidly as production. As a result, nonagricultural labor produc- 
tivity is decreasing as is the rate of growth in remuneration to 
workers. In real terms, wages increased less in 1982 than 1981 
and recorded a gain of 3.6 percent. Coupled with developments in 
labor productivity, the increase in wages raised unit labor costs. 


Organized black labor was granted legal status in 1979. At present 
it is estimated that more than 400,000 black workers have been 
unionized. There were 394 strikes and other work stoppages in 1982, 
up from 337 the previous year. Workdays lost were 365,000 compared 
to 226,000 in 1981. All of the stoppages were technically illegal, 
and none involved white workers. Through the first quarter of 

1983, strike activity fell to one-third of its level during the 
same period in 1982. Various sources attribute the phenomenon to 
the effects of the recession and more effective conciliation 
mechanisms. 


The emerging black unions have generally preferred bargaining 

at work sites and company level, where they enjoy relatively 

greater strength than in the officially sanctioned industrial council 
apparatus. However, as reform in labor relations takes place, this 





reluctance appears to be fading in some areas. In 1983, for the 
first time, the mining industry may negotiate labor contracts with 
a black union, albeit after separate negotiations with white miners 
have been concluded. 


MONEY AND PRICES - Inflation Remains a Major Problem 


During 1982, the money supply grew more rapidly than the rate of 
inflation, though the rate of increase was down from the previous 
year (Ml down to 16 percent from 34 percent, M2 down to 17 percent 
from 25 percent, and the Consumer Price Index average increase down 
to 14.7 percent from 15.6 percent). Through the first quarter of 
1983, both money supply measures increased by a relatively moderate 
4 percent. A major cause for the rise in M2 was a large increase 
in bank credit to the private sector, offset substantially by a 
decrease in credit extended to Government. The Government's budget 
deficit was financed without recourse to the banking sector, and 
the Reserve Bank conducted a wide-scale open market sale of govern- 
ment bonds to contain influences tending towards monetary expansion. 


Short-term interest rates, having climbed since the end of 1981, 
reached their peak in March 1982, when prime rate crested at 20 
percent. While interest rates fell to 14 percent by May 1983, 

by July rates climbed once again to 16 percent. The decline was 

due to a turnaround in South Africa's balance-of-payments situation, 

a rising gold price, the decline in rates abroad, and decreased 
domestic credit demand associated with the recession. In real terms, 
prime at 14 percent is near zero or negative. The monetary authorities 
appear content with the present level of short-term rates. Capital 
market rates followed the pattern of short-term rates, for essentially 
the same reasons. 


Following the dramatic improvement in the balance of payments that 
took place in 1982, inflation became the prime economic concern of 
the South African authorities. The average rate of inflation 
measured by both consumer and wholesale prices declined somewhat in 
1982 but remained firmly in double digits, for the ninth consecutive 
year. Major causes for the persistently high rate of inflation 
have been administered prices, protection of domestic agriculture 
and industry, inadequate competition in domestic markets, a depre- 
ciating rand, and the economic distortions imposed by apartheid. 
Though the rate of increase in food prices eased somewhat in 

1982, the continuing severe drought will reverse that development 
in 1983, hitting the lower income population most seriously as it 
must spend a greater proportion of income on food. Recession will 
generally tend to reduce cost increases and consequently prices. 





GOVERNMENT FINANCE - Another Year of Fiscal Restraint 
eee i a 


The South African Government's fiscal year runs from the beginning 

of April through the end of March. Total FY 1982/83 spending was 

19.2 billion rand, more than 16 percent above the previous year 

and more than 5 percent over the original budget estimate. The 

total was therefore somewhat greater than the rate of inflation though 
the original budget was written for expenditure to be less than the 
expected inflation rate. Still, increases in revenues, primarily 

from gold mining, were greater than budgeted, leaving a deficit of 

1.8 billion rand, a moderate 2.2 percent of GDP. 


Budget expenditures for the current fiscal year are projected to 
rise only 10.3 percent, which is once more contractionary. In real 
terms, increases in expenditure have been budgeted for education, 
agriculture, defense, law enforcement, and black affairs (through 
the Department of Cooperation and Development). 


The FY 1983/84 budget did not introduce new tax measures but dropped 
the 5 percent forced loan imposed on individual income tax payers 

in the previous fiscal year. On the existing revenue base and current 
rates of taxation, government income is to rise 9.6 percent, to 

19.1 billion rand, leaving a deficit of 2.1 billion rand, or 2.4 
percent of estimated GDP. At this level, the deficit can be financed 
from noninflationary sources. If the historical pattern is followed, 
both expenditure and revenue will exceed their targets. For example, 
nonbudgeted drought relief is likely on the expenditure side while 
revenues, based on a conservative gold price estimate (probably 
$370-$380 per ounce) will probably be greater than estimated. 


Both the Government's own economic policies and arrangements with 
IMF figured in developing the budget. 


BALANCE OF PAYMENTS - Dramatic Improvement 


Following a record deficit on the current account in 1981 and 
substantial deficits in the first two quarters of 1982, the trade 
balance and then the current account as a whole turned around in the 
second half of the year, to record a (seasonally adjusted) surplus 

of about $1 billion in the fourth quarter, a performance continued in 
the first quarter of 1983 when the seasonally adjusted current account 
was about $2 billion in surplus. This development was based on a sharp 
decrease of imports, a large increase in the value cf gold exports, and 
a slight increase in other exports. A long-term capital inflow of 
almost $2 billion served to reduce the basic balance deficit to less 
than one-third of the record established in 1981. 





In November 1982, South Africa entered into agreement with IMF 

by which 1 billion SDR (about $1.1 billion) was made available under 
the IMF Compensatory Financing Facility and a Stand-by Arrangement 
in connection with South African efforts to correct its balance-of- 
payments problems. Most of the funds available have been drawn down. 
With the dramatic improvements in the balance of payments, South 
Africa has announced that no further drawings will be made and 
authorities intend to make early payback of drawings already made. 


Exchange Rate Developments - With the exception of the French franc 
and the British pound, the "commercial" rand continued to depreciate 
against major foreign currencies (by 11 percent against the dollar) 
in 1982 as a whole, though the rand appreciated against all major 
foreign currencies except the Japanese yen in the second half of the 
year as the balance-of-payments situation improved. On February 7, 
1983, exchange control over nonresidents was abolished, with the 
merger of the "financial" rand (the currency unit previously used 
by nonresidents for investment in South Africa) and the "commercial" 
rand into a unitary currency. The merger was effected partially 
because of an anticipated temporary outflow of monies reducing excess 
domestic liquidity. The value of the rand immediately fell by some 
5 percent against the dollar, but made up almost the entire fall 
within 1 month. At US$1.00 = about R1.09 in May, the Reserve Bank 
may be supporting a slightly overvalued rand to combat inflation 
while awaiting a fall in the value of the dollar. 


OUTLOOK - Recession to Continue Through 1983 


Total South African international trade in recent years has averaged 
almost 60 percent of GDP; the country therefore has a relatively 
"open economy." Cyclical swings in South African economic activity 
follow those of its major (industrial) trading partners. The next 
cyclical upswing is expected to be export led. It should begin 

in late 1983 or, more likely, in 1984. The timing will depend on 
the pace of recovery in the United States, Europe, and Japan which 
will in turn generate demand for South African exports. Until that 
takes place, South Africa will slide further into recession. 


Real economic growth in 1983 is expected to continue the decline 
experienced in 1982. The drop may approach 2 percent. Prevailing 
drought conditions will continue to devastate agriculture and could 
also result in the curtailment of industrial and mining production 
if an inadequate water supply forces a significant reduction in 
electricity supply. 





With the exception of consumer expenditure on nondurables and 
possibly government consumption expenditure (despite the restrictive 
budget), all components of GDE will fall in real terms in 1983: 

the addition of new real fixed investment may fall close to 10 per- 
cent, and inventories will continue to be run down. As export demand 
is expected to pick up, the fall in real GDE will be greater than 
that in GDP. 


Industrial relations should be less troubled in 1983 as the recession 
moderates worker demands. Real disposable income will increase 
little, if at all. Unemployment will rise during most of 1983 and 
employment will also fall off. Overall, industrial relations will 
remain unsettled as government, business, and labor all have much 

to learn yet in this subject. 


An appreciating rand (assuming the gold price and balance-of-payments 
trends continue) will tend to reduce imported inflation while the 
enduring drought situation will work in the opposite direction. 


It is probable that South African building societies will be brought 
under some of the discipline that banks are now subject to, giving 

the Reserve Bank better control of money supply developments. Possible 
relaxation of exchange controls on residents (most likely for 

financial institutions and the gold mining houses) would also alleviate 
money supply control problems. Interest rates will ease as the 
recession progresses and the balance of payments moves further into 
surplus. Wage increases agreed in the first part of 1983 have been 
moderate, but the annual’ round of administered price hikes is not 
complete. In sum, a combination of the effects of the above factors 
should bring the rate of inflation down a few percentage points, 
probably to a level of about 12 percent on average for the year, but 

a return to single digit inflation is unlikely. 


Despite pressures to reflate the economy, the South African authorities 
are not expected to yield until some combination of the following 
developments take place: (1) the world economic recovery is sub- 
stantially underway; (2) the rate of inflation declines sufficiently; 
and (3) unemployment replaces inflation as the top economic priority 
problem, 


Some revenue and expenditure projections in the FY 1983/84 budget are 
questionable. In the event of a favorable revenue/expenditure 
balance, civil servants may enjoy cost-of-living salary adjustments 
denied them in the budget unless unauthorized drought-related 
spending absorbs all funds available for increased expenditure. In 
the reverse case, an increase in the General Sales Tax is the most 
likely revenue booster. Fiscal and monetary policy are to remain 
flexible to permit rapid response to any pleasant or unpleasant 
surprises in this area. 





Unless the gold price slips and maintains a lower level than now 
expected or the industrial economies fail to recover on schedule, 
the current account of the balance of payments should record a 
substantial surplus in 1983, in the range of $1-$2 billion despite 
unusual food imports. 


IMPLICATIONS FOR THE UNITED STATES 


South Africa continued to be our largest market in Sub-Saharan 
Africa in 1982 despite a decrease of 19 percent (in dollar terms) in 
U.S. exports to the Republic. During the first half of 1983, our 
exports to South Africa have continued to drop sharply, recording 

a 23 percent decrease over 1982. However, exports to South Africa 
still represent 40 percent of our exports to Sub-Saharan Africa, 

and our market share continues to run at almost 15 percent as South 
Africa imports have fallen sharply across the board. We have, however, 
lost our position as South Africa's most important supplier. West 
Germany added market share to overtake us by approximately $40 
million, leaving the United States in second position. U.S. imports 
from South Africa also have decreased, to a total just under $2 
billion in 1982, yielding a significant U.S. bilateral trade surplus. 
In the first half of 1983, however, we had a small trade deficit 
with South Africa. 


South Africa's imports will continue to drop during 1983 as the 
economy continues to contract and the last of the capital goods (our 
principal export strength) generated by the last investment cycle 
arrive in South Africa. The country's total imports in rand terms 
were 25 percent below 1982 in the first quarter of 1983. The bottom 
may well have been reached, however, as monthly import figures 
turned up during March, and for the first time in 10 months, the 
month-on-month comparisons showed an increase in imports. Nevertheless, 
1983 will be a weak year for U.S. exporters with markets in South 
Africa. With the projected upturn in 1984, South Africa's imports 
_can be expected to increase across a broad front although the 
increase is likely to be slow as dictated by the excess domestic 
projection capacity available, which must be occupied before many 
new investments are made. U.S. exporters report a current weak 
market in a wide range of categories, including chemicals, polymers, 
construction machinery, automotive products, leisure goods, aircraft, 
and machine tools. 


There are a few special circumstances which provide good opportunities 
for U.S. exporters even in the depths of the business cycle. The 
drought prevailing throughout South Africa has brought on increased 
awareness of the need to develop alternative sources of water supply 





to the limited number of rivers and reservoirs available. Exporters 
with alternative water technology will find potential markets 
whether their products be in water well equipment or desalination 
plant as several seaside communities are investigating desalination. 
The South African Borehole Association is negotiating with the 

U.S. Water Well Association to organize an exhibition and conference 
in South Africa in mid-1984. Although the Electricity Supply 
Commission has slowed its expansion program somewhat in response 

to the decrease in demand growth resulting from the economic down- 
turn, it is still going forward with the bulk of that expansion. 
Approximately 21,000 MW of sent out capacity is currently under 
construction or has been ordered for delivery through 1994. While 
U.S. firms have experienced limited success in bidding for the main 
contracts related to this expansion, several firms have been able 

to supply peripheral equipment. Opportunities in this area will 
continue. Several of the automotive manufacturers have announced 
expansion plans despite the current slack market. There are also 
continuing opportunities for increased U.S. exports to the mining 
industry. Despite the depressed market for many of South Africa's 
minerals, exploration has continued and several new potential 

mine projects appear to be close to being announced. These include 
Gold Fields of South Africa Platinum Mine, several gold mines in 
new areas of the reef, and further new coal mines to supply both the 
domestic and export sectors. Recent events also have further 
heightened the security consciousness of both industry and individuals. 
The market for goods and equipment related to personal and plant 
security will continue to be good. However, the ability of U.S. 
companies to respond to these latter opportunities will be somewhat 
limited by the export controls discussed below. 


With an upturn in the economy expected next year, the South African 
market for U.S. exports should return to its more normal vibrant 
condition. U.S. exporters will find it increasingly difficult to 
displace longer entrenched European and Asian suppliers if they do 

not begin to work at the market now. U.S. exporters must reinforce 
their efforts with agents and customers, providing assistance with 
promotional campaigns to enhance their marketing programs and retain 
market position for the renewed growth expected through the mid-1980's. 


Investment - The book value of U.S. direct investment in South Africa 
was $2.6 billion at the end of 1981, up 13 percent over the previous 
year. U.S. direct investment in 1982 dropped to $2.5 billion. The 
growth over the past several years has been due overwhelmingly to 
retained earnings of the South African affiliates of U.S. firms. 

The total does not include investment by U.S. firms in South Africa 





through the vehicle of non-U.S. based subsidiaries. According to 

the U.S. Federal Reserve System, U.S. banks had approximately $3.7 
billion in loans outstanding to entities resident in South Africa 

in June 1982. Much of this foreign exposure was in dealings with 

the banking sector and in very short-term credits. U.S. residents 
also have significant portfolio holdings through investment in shares 
traded on the Johannesburg Stock Exchange. A study by a South African 
brokerage firm estimated that U.S. holdings in mining shares quoted 
on the exchange totaled $8.1 billion. 


There are approximately 330 affiliates of American companies now 
operating in South Africa. U.S. companies continue to show interest 
in increasing existing investments or investing in new ventures 

in the country. These investments are principally attempts to 
capitalize more fully on markets previously treated merely as export 
markets or to secure those markets against protectionist measures. 
American companies considering investment in South Africa should 
take into account the effect of unique economic and political 
circumstances here, including the system of legalized racial dis- 
crimination, on the prospects for long-term stability. Potential 
and present American investors should also give careful considera- 
tion to relations with their black work force. The U.S. Government 
strongly urges U.S. firms to assume responsibility for the adequacy 
of worker compensation to permit decent standards of living for 

all employees. It supports the Sullivan Principles, which call for 
fair and equal treatment of all employees, advancement of black 
workers, and assistance with community development to improve the 
quality of life of black employees. The U.S. Government believes 
that all American companies in Sovth Africa should voluntarily 
adhere to the Sullivan Principles. 


Special Marketing Conditions - While the United States maintains 
normal commercial relations with South Africa and U.S.-South 
African trade is generally unrestricted, the United States strictly 
adheres to the UN Arms Embargo, which prohibits sales of arms, 
ammunition, military equipment, and specialized machines and tooling 
to South Africa. In addition, a validated export license is 
required for the export to South Africa of aircraft and certain 
U.S.-origin commodities, parts, components, and technical data 

for military and police entities, and computers for certain govern- 
ment consignees (per the U.S. Export Administration Regulations). 
These requirements were most recently revised in March 1983. U.S. 
firms selling in South Africa may wish to consult the U.S. Depart- 
ment of Commerce, the U.S. Embassy or Consulates General in South 
Africa regarding the current regulations. Provision of nuclear- 
related goods or services are controlled by Department of Energy 
regulation 10 CFR 810. 





The Export-Import Bank of the United States (EXIMBANK) does not 
make direct loans to South African buyers of U.S. goods and services, 
EXIMBANK may guarantee loans for South African purchases of U.S. 
goods and services, subject to the conditions of Section 1 (b) 8 

of the Export-Import Bank Act of 1945 as amended (the Evans Amend- 
ment). However, no new EXIMBANK guarantees have been approved 

since the end of 1978. The State Department established a new 
procedure for granting the certification required by the Evans 
Amendment in 1982. Although a few applications for certification 
have been received, decisions on these remain pending. Applications 
for certification are available from the State Department and the 
Embassy and Consulates General in South Africa. 


Further information on trading with and investing in South Africa 
is available in the U.S. Department of Commerce's Overseas Business 
Report, "Marketing in South Africa." : 


Standard commercial assistance and guidance in employment practices 
for South Africa are available from the U.S. Embassy and Consulates 
General in South Africa and from the U.S. Departments of State 

and Commerce in Washington, D.C. 


* U.S. GOVERNMENT PRINTING OFFICE: 1983-421-007:549 





Confused about Export The Expor Acminsralon’ Regulations 


& & r comprehensive guide to the rules control- 
Licensing Requirements? tng exports of U.S. products, snewer 
requirements: 


e When is an export license necessary? 
e When is it not necessary? 
e How do | obtain an export license? 
7 CS e What Policies are followed in consider- 
OL AIFS) ing license applications? 
e How do | know when the policies 
change? Z 
e Are there restrictions on exports to cer- 
tain countries? 
I2DeL/CLBG e Are restrictive trade practices and boy- 
cotts prohibited? 
e Do | need a license to ship technical 
data? 
e Where can | obtain help? 


At no additional cost, subscribers receive 
supplementary Export Administration Bul- 
letins which explain recent policy changes 
and provide replacement pages to keep 
your set of regulations up-to-date. 


Use the order blank below to begin your 
subscription to the Export Administration 
Regulations. 


SUBSCRIPTION RATES 


in the United States $105.00 
To foreign countries $131.25 
All Bulletins sent first class to both 


foreign and domestic addresses. Air- 
mail service not available. 


LAL EL Te RE NE ANE SLE NE ILO LNT INTL IR ITLL CLITA BPE ICL DIGIT NEEL GED ESR I A REE TE LEIP SI GP EEE MELROSE PRE REBELS TEL EEG EISEN LI LONE OOO 
ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
Credit Card Orders Only 


Total charges $______ Fill in the boxes below. 


Enclosed is $______—~ OO) check, 
O money order, or charge to my 


Deposit Account No. a Credit 

Coto Gedo. CLET TT TIT TTT tr 
Expiration Date 

Month/Year ood 

Please send me___set(s) of the U.S. Department of Commerce Export Administration Regulations and 

supplementary Export Administration Bulletins for the publication period beginning October 1, 1962. 

Name—First, Last 

Lo name or stale, met line 

Le _— 


Ppp d iti ititiiiiiiiits Cy Ly 
(or intry) 


PLEASE PRINT OR TYPE 





